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Annual Report of Central Bank of Chile 


Economic developments in Chile in 1959 were much 
more favorable than in 1957 and 1958. Measures taken 
by the Government to re-establish public confidence 
and to increase economic activity were successful. At 
the same time, the high level of production and income 
in the United States and Western Europe led to an 
expansion of Chilean exports, and the balance of pay- 
ments, which had shown large deficits in 1957 and 1958, 
improved substantially in 1959. Inflationary pressures 
were reduced considerably in the second half of the 
year, as the economy reached a degree of stability not 
known in Chile for many years. 

In the first half of 1959, prices rose by 47.2 per cent, 
a higher percentage than in the years immediately pre- 
ceding. The increase was due in part to adjustments in 
public utility rates, which had been lagging behind the 
general increase in costs; to the changes in the exchange 
rate in December 1958 and January 1959, in order to 
re-establish the competitive position of Chilean exports 
(see this News Survey, Vol. XI, p. 252); and to the 
substantial increases in wages and salaries in the public 
and private sectors granted under the law of April 1959 
(see this News Survey, Vol. XI, p. 371). The adjust- 
raent raised wages and salaries, on the average, 30 per 
cent above their level at the end of 1958. 

In the second half of 1959, the increase in the cost of 
living was reduced substantially. Prices actually stabil- 
ized in the last quarter of the year and in the first part 
of 1960. The main factors responsible for the slowing 
down in the rate of inflation were the very small increase 
in the amount of currency issued by the Central Bank 
in the second half of 1959, through the middle of 
December, and the establishment in September 1959 of 
a marginal reserve requirement of 75 per cent on all 
bank deposit liabilities, which froze most of the currency 
issued in the second half of December and in the early 
months of 1960. 


Substantial changes were introduced in monetary and 
credit policy. Toward the end of 1958, the requirement 
that payment of import deposits had to be made in 
Treasury bills denominated in dollars or in actual 
U.S. dollars was introduced. Later, the use of Treasury 
bonds, also denominated in dollars, for meeting the 
import deposit requirement was authorized. Import 
deposits could no longer be made in domestic currency. 
These measures permitted the Treasury to raise funds 
which were used to cancel pending obligations; thus 


the pressure for accommodation that government credi- 
tors had been exerting on the commercial banks was 
lessened. The amount outstanding of advance import 
deposits in domestic currency was used to cancel part 
of the rediscounts of the commercial banks with the 
Central Bank. The requirement that import deposits be 
made in U.S. dollars or in dollar-denominated Treasury 
securities resulted in a decline in demand for credit in 
local currency to finance foreign trade; the banks there- 
fore were able to meet the demand for credit for pro- 
duction. The ceiling on commercial bank credit was 
lifted in March 1959, but at the same time the redis- 
count policy was changed to eliminate the rediscount 
facility as a regular source of bank liquidity; rediscounts 
were reserved for strictly emergency cases. These meas- 
ures facilitated the expansion of banking activities and 
revived competition among banks for deposits. 

During 1959 the commercial banks were granted 
more freedom in exchange transactions. Also, they were 
permitted to receive deposits and extend loans in foreign 
currencies; this tended to stimulate the repatriation of 
funds and the use by commercial banks of their lines 
of credit available abroad to finance operations related 
to foreign trade. 

The currency issue of the Central Bank increased 
from E° 127 million at the end of 1958 to E° 184 mil- 
lion at the end of 1959; the increase was due entirely 
to net purchases of foreign exchange. An important 
change during the year was in the form preferred for 
the maintenance of liquid funds. As a consequence of 
the monetary measures taken, time deposits expanded 
at a much higher rate than demand deposits in domestic 
currency. The aggregate of currency in circulation and 
total deposits in domestic currency (demand and time 
deposits) increased from E° 340 million to E° 458 mil- 
lion in 1959, or by 35 per cent, a percentage very close 
to the increase in prices during the year. Commercial 
bank loans and investments increased by 26 per cent. 
When similar operations in foreign exchange are in- 
cluded, the total increase in commercial bank loans and 
investments was nearly 50 per cent. 

Government credit policy was directed fundamentally 
toward the financing of the production and distribution 
of manufacturing, agricultural, and mining activities. 
To encourage agricultural production, the Government 
provided that 40 per cent of the time deposits in com- 
mercial banks, including the State Bank, should be used 
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for loans to agriculture, with a minimum maturity of 
two and a half years. 

Provisional estimates indicate that the rate of increase 
in the national product in 1959 was higher than the 
population growth. The increase was chiefly in mining 
production (14 per cent), industrial production (14 per 
cent), and construction activities (20 per cent). There 
are indications that unemployment dropped below that 
in the previous year. The expansion in mining resulted 
from larger foreign investments, especially in copper 
and iron, in earlier years. Preliminary data indicate a 
contraction of agricuitural production in 1959. During 
the past decade, the national product increased at a 
rate of 2-3 per cent per annum, very close to the rate 
of 2.4 per cent in population growth. The low rate for 
the national product was due in large part to the low 
rate of capitalization, which did not exceed 5 per cent 
of the net national product during the decade. 


The Central Bank’s gross holdings of gold and 
foreign exchange increased from $50.1 million at the 
end of 1958 to $126.7 million by the end of 1959. This 
does not include $6.25 million paid to the International 
Monetary Fund in connection with the increase in 
Chile’s quota. The improvement in the external position 
was due not only to favorable external markets for 
Chilean products and the use of foreign loans; it was 


International Development Association 

On behalf of the United States, the Secretary of the 
Treasury signed on August 9 the Articles of Agreement 
of the International Development Association (IDA). 
He acted in his capacity as U.S. Governor of the Inter- 
national Bank for Reconstruction and Development 
(World Bank), of which the new Association is to be 
an affiliate (see this News Survey, Vol. XII, p. 245). 
U.S. legislative action on the IDA was completed by 
the Congress early in July (see this News Survey, 
Vol. XII, p. 419). 


Membership in the IDA is open to the 68 member 
countries of the World Bank, and becomes effective as 
soon as member countries whose subscriptions amount 
to 65 per cent of the initial subscriptions, totaling $1 bil- 
lion, accept the IDA Articles of Agreement, but not 
prior to September 15, 1960. 


Canada and Honduras also signed the Articles of 
Agreement on August 9. Therefore, subscriptions now 
amount to 43.1 per cent of the $1 billion total. Legis- 
lative action has been completed by a substantial num- 
ber of other countries, thus opening the way for 


additional signatures in the near future. 
Source: Treasury Department, Press Release, Wash- 


ington, D.C., August 9, 1960. 


due also to the readjustment of the exchange rate to a 
more realistic level, to the gradual liberalization of 
foreign trade, and to the policy of encouraging foreign 
investments. 

Preliminary estimates indicate a balance of payments 
surplus of $27 million in 1959. The excess of the 
increase in the Central Bank's gold and foreign exchange 
reserves over the balance of payments surplus reflects 
chiefly the increase in Central Bank and commercial 
bank liabilities abroad. The Central Bank’s drawings 
on foreign loans totaled $65 million and repayments 
were $42 million, a net increase of $23 million in foreign 
liabilities; the commercial banks’ use of their lines of 
credit abroad increased by $22 million. A large part of 
the improvement in the payments situation was due to 
the substantial increase in the volume of copper pro- 
duction and exports as well as the increase in copper 
prices. Both production and prices of copper increased 
by about 18 per cent, and the improvement was not 
confined to the larger copper mining companies. 
Exports by the small and medium-sized mines, together 
with exports of agricultural and industrial products, 
resulted in an increase of some $20 million in exchange 
receipts, compared with 1958. 

Source: Banco Central de Chile, Memoria Anual, 1959, 
Santiago, Chile, 1960. 


IFC Investment in Venezuela 


The International Finance Corporation (IFC) an- 
nounced on August 3 a commitment to invest 
US$500,000 in Diablitos Venezolanos C.A., for the 
production and sale of deviled ham in Venezuela. 
Diablitos Venezolanos is a wholly owned subsidiary of 
Wm. Underwood and Company of Boston, Massachu- 
setts, one of the oldest food-processing companies in 
the United States. For the past ten years, the export 
by this company of deviled ham to Venezuela has 
increased rapidly, and Venezuela has become the com- 
pany’s largest export market. 


During the initial stage of the operation, supplies of 
ham will be imported. The Venezuelan company, how- 
ever, will create an incentive program, in cooperation 
with the Venezuelan Agricultural Ministry, to stimulate 
the raising of high-grade hogs. The total cost of the 
project is estimated at the equivalent of US$1,025,000. 
In addition to the IFC investment, financing will be 
provided by the parent company. 

The IFC investment will be in U.S. dollar notes 
bearing 6 per cent interest payable in dollars, and 
additional interest payable in bolivares if earned. 
IFC will also receive an option on stock in the Vene- 
zuelan company. 
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The IFC commitment is subject to the completion 


of necessary legal formalities. 
Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., August 3, 1960. 


Europe 


U.K. Reserves 


High interest rates in London led to a substantial 
flow of foreign investment funds to the United Kingdom 
in July, when gold and convertible currencies rose 
by £37 million, to £1,070 million at the end of the 
month. The sum of £5 million was repaid to the Inter- 
national Monetary Fund, and about £15 million was 
repaid in bilateral transactions under the previous EPU 
arrangements. Sterling was strong on virtually all the 
foreign exchange markets in late June, after the bank 
rate was increased to 6 per cent (see this News Survey, 
Vol. XII, p. 405), and this strength continued in July. 
With interest rates falling in New York, funds have 
been switched to London. It is also likely that some 
Belgian funds have been transferred to London. 


Source: The Times, London, England, August 4, 1960. 


Personal Savings in the United Kingdom 
The latest issue of the U.K. Treasury’s Bulletin for 
Industry states that in the United Kingdom there has 
been a “dramatic inerease” in recent years in personal 
savings, which have grown much faster than personal 
incomes. Personal savings rose from about | per cent of 
personal incomes in 1948 to an annual average of 
about 7 per cent in the period 1956-59. Although the 
company sector continues to provide the greatest share 
of funds for investment, the personal sector has become 
increasingly important. In 1950, undistributed incomes 
of companies totaled £1,343 million and personal sav- 
ings amounted to £202 million; in 1959, company 
savings were £1,883 million and personal savings 
£1,449 million. The Bulletin points out that, despite a 
considerable increase in liabilities, the net savings of 
the personal sector have risen by nearly two thirds since 
1955, and the excess in 1959 of savings over investment 
in the personal sector provided funds sufficient to finance 
60 per cent of the net borrowing by local authorities 
and public corporations. Personal debt also has in- 
creased, but the rate of increase has been much less 
than that for personal savings. The main identified 
increase has been in the net advances of building socie- 
ties and in hire-purchase debt. 
Source: The Financial 
July 15, 1960. 


Times, London, England, 


Increase in Belgian Discount Rate 
With effect from August 4, the National Bank of 
Belgium has increased its basic discount rate from 


4 per cent to 5 per cent. The rate applies to accepted 
bills domiciled in banks. Other interest rates charged 
have also been increased. 


Netherlands Liberalization of Capital Movements 


With effect from July 16, 1960, the Netherlands 
exchange authorities have granted general licenses for 
certain capital movements. Purchases and sales between 
residents and nonresidents of real estate at home or 
abroad are now permitted without limitation. This gen- 
eral license covers mortgage transactions, loans, capital 
amortization, and interest payments connected with 
such purchases or sales. Mortgage loans to nonresidents, 
however, may not exceed 50 per cent of the sale price 
of the real estate and may not be granted to residents 
of Indonesia. Residents may freely lend to most non- 
residents up to f. 10,000 per calendar year and per 
nonresident. Donations to nonresidents are permitted; 
but if they exceed f. 200, they have to be certified by 
notarial document. General licenses will be granted for 
payments to nonresidents in connection with the liquida- 
tion or capital repayment of firms established in the 
Netherlands and in connection with guarantees origi- 
nally undertaken with an authorization by the exchange 
control authorities. 


The settlement of all capital transactions, other than 
transactions in quoted now takes place 
through the official exchange market and in accordance 
with the prescription of currency requirements govern- 
ing current transactions. 


securities, 


Source: Nederlandse Staatscourant, The Hague, Neth- 
erlands, No. 134, July 14, 1960. 


Import Restrictions in the Netherlands 


The Netherlands Government has advised the 
CONTRACTING PARTIES to the General Agreement on 
Tariffs and Trade that, as of July 1, 1960, it has 
removed import restrictions on a number of agricultural 
products (including meat, milk and cream, eggs, and 
some vegetables and fruit) and certain chemicals. 


Products that are still subject to quantitative import 
restrictions are enumerated in the so-called “negative 
list.” This list at present contains only 37 items, 18 of 
which are agricultural products and 17 industrial prod- 
ucts, mainly certain chemicals and pharmaceuticals, 
sheet glass, automobiles, etc. The negative list applicable 
to goods originating in Belgium and Luxembourg con- 
tains only 8 agricultural products and gold coins. 
Imports of all industrial products originating in Belgium 
and Luxembourg are free from quantitative restrictions. 
Sources: GATT Press Release, Geneva, Switzerland, 

June 20, 1960; Communication from the 
Directorate-General for Foreign Economic 
Relations, The Hague, Netherlands. 
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Industrial Investment in Denmark 


The sharp expansion in industrial production in 
Denmark during the past year, together with the large 
increase in imports of machinery, etc., has given rise to 
expectations of a considerable increase in industrial 
investment. A survey recently published by the Statistical 
Department shows that the actual increase in industrial 
investment in 1959 was larger than previously expected. 
According to estimates by the Department, such invest- 
ment, which accounts for about 10 per cent of total 
gross fixed investment, amounted in 1959 to almost 
DKr | billion, or about 25 per cent more than in 1958. 
The increase was thus more than twice the 11 per cent 
expansion forecast by industry at the beginning of 1959. 
Detailed information about the distribution and type of 
investment is available for enterprises which account 
for about 80 per cent of total employment in industry. 
For these enterprises, investment in 1959 amounted to 
almost DKr 800 million, an increase of DKr 150 million 
from 1958; of this increase, DKr 83 million was in 
building and construction and DKr 54 million in 
machinery and tools. The largest increases were in 
investments made by the iron and metal industry 
(DKr 57 million) and the paper and graphic industry 
(DKr 34 million). However, investment in other 
branches also was considerably higher than forecast; the 
one exception was the industry producing means of 
transportation, where actual investment was DKr 6 mil- 
lion less than in 1958. 

The Statistical Department’s survey also shows that 
the enterprises covered by the survey are counting on a 
considerable expansion of investment this year, com- 
pared with 1959. On the basis of information on plans 
for 1960, received by the Department in April-May of 
this year, it is estimated that total industrial investment 
will be about 30 per cent more than in 1959. The 
planned increase is especially large for building and 
construction, for which an increase of almost 60 per 
cent is forecast. The information submitted to the 
Department also shows that investment plans are closely 
linked to industry’s expectations for continued high 
demand, since the majority of enterprises believe that 
output will be higher than, or at least as high as, in 1959. 

If the plans are carried out, total industrial investment 
in 1960 will amount to about DKr 1.2 billion, repre- 
senting an increase from 1958 to 1960 of not less than 
60 per cent, larger than the increase in any other 
two-year period in the postwar years. The increase in 
investment, and especially that in building and con- 
struction, is closely connected with the very sharp 
expansion of employment during the last two years, 
when the number of persons employed by industry 
increased by about 35,000. 

Source: Finanstidende, 
August 5, 1960. 


Copenhagen, Denmark, 


INTERNATIONAL FINANCIAL NEws SuRVEY, August 12, 1960 


Investment Funds in Sweden 

During the last week of July, Swedish industry paid 
SKr 570 million into a blocked account at the Riks- 
bank, the account covering the so-called investment 
funds. The purpose behind the investment funds scheme 
is to accumulate funds in periods of high economic 
activity for use in periods of low economic activity 
(see this News Survey, Vol. XI, p. 28). Thus invest- 
ment activity would be restrained and liquidity reduced 
during a period of sharply rising economic activity. 
The investment funds receive certain tax benefits. 

According to new rules introduced on June 3 this 
year (see this News Survey, Vol. XII, p. 409), 46 per 
cent of the amounts set aside for investment funds must 
be deposited in a special blocked account at the Riks- 
bank. For the tax year 1961, the extra tax relief to the 
companies will equal 12 per cent of the amount placed 
in the blocked account before July 31, 1960, and 8 per 
cent of the funds deposited in the period August 1- 
October 31. A condition for receiving the extra relief 
is that the funds deposited in the Riksbank must remain 
blocked until December 30, 1961. 


Since the amount placed in blocked accounts corre- 
sponds to the proceeds of a large government bond loan, 
the result is regarded as very satisfactory. These large 
deposits will tend to reduce bank liquidity and lead to 
a tightening of the money market. 

Source: Svenska Dagbladet, Stockholm, Sweden, Au- 
gust 3, 1960. 


Export-Import Bank Loan to Spain 

Announcement was made on August | that the 
Export-Import Bank of Washington has authorized a 
loan of $5.5 million to help finance purchases in the 
United States of steel mill equipment by Spain. The 
credit is in favor of Altos Hornos de Vizcaya, S.A., 
and the Sociedad Anénima Basconia for the installation 
of steel facilities at Basauri near Bilbao. Repayment is 
scheduled over a period of ten years. 


Altos Hornos is the largest private steel producer 
in Spain, with a plant capacity in the Bilbao area of 
more than 290,000 tons of finished steel products per 
year. Basconia is a smaller specialized concern with a 
finishing capacity of 35,000 tons per year. The two 
companies have joined to establish modern mill facilities 
in what amounts to an extensive modernization pro- 
gram, and the new equipment and facilities for which 
the loan was authorized will be owned equally by the 
two concerns. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., August 1, 1960. 
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Middle East 
Reorganization of Central Banking in Egyptian Region, U.A.R. 


The separation of the central banking functions from 
the National Bank of Egypt (NBE), thus making it a 
purely commercial bank, and the establishment of the 
Central Bank of Egypt (CBE) are provided for in a 
Presidential Decree issued in Cairo and to become 
effective on August 18, 1960. (Ownership of the NBE, 
originally a private bank, was vested in the Government 
by virtue of the nationalization decree issued on Febru- 
ary 11, 1960; see this News Survey, Vol. XII, p. 271.) 

The CBE, which is established as an independent 
public entity with separate funds, will perform central 
banking functions in the Egyptian Region; these func- 
tions will include management of the note issue, banking 
operations of the Government and public entities and 
organizations, and relations with and control of com- 
mercial banks. The assets and liabilities to be trans- 
ferred from the NBE to the CBE will include the assets 
and liabilities of the Issue Department, the accounts of 
the Government and public entities (as determined by 
the Minister of Economy ), the accounts of international 
organizations, clearing and payments agreement ac- 
counts, and accounts of banking institutions. The CBE 
is to be administered by a board of directors composed 
of the governor of the Bank, as chairman, the deputy 
governor, and other members whose number shall be no 
less than three and no more than five. 


The NBE will continue to perform all other banking 
transactions and will be subject to the conditions and 
controls applicable to commercial banks. 


Source: Al Ahram, Cairo, Egypt, July 25, 1960. 


Far East 
First Decade of Planning in India 


In the period covered by India’s first two Five Year 
Plans, 1951-61, a steadily rising trend is evident in 
national income, in agricultural and industrial produc- 
tion, and in the development of human resources. The 
period has been marked by a quicker rate of economic 
growth and greater emphasis on increasing employment 
opportunities, reducing disparities in income and wealth, 
and preventing the concentration of economic power. 

Total investment during the ten-year period is esti- 
mated at a little more than Rs 100 billion, of which 
outlay in the public sector amounts to about Rs 65.6 
billion. By the end of the period, national income at 
constant prices will have increased by about 42 per cent, 
per capita income by about 20 per cent, and per capita 


consumption by about 16 per cent. Agricultural pro- 
duction will have risen by 40 per cent, and industrial 
production by 120 per cent. 

The most significant decision taken under the First 
Five Year Plan was the introduction of extension serv- 
ices throughout the country as part of the community 
development movement. By October 1963, this pro- 
gram will extend to all rural areas in the country. At 
the end of the Second Plan, the extension organization 
will consist of about 31,000 workers at the village level 
and about 28,000 extension officers at the block level 
for agriculture, animal husbandry, and other fields of 
development. During the period 1951-59, the number 
of cooperative primary agricultural societies increased 
from 105,000 to 183,000, and membership in the so- 
cieties rose from 4.4 million to 12 million. The total 
irrigated area in 1960-61 will be 70 million acres, 
compared with 51.5 million acres in 1950-51. 

Industrial development has shown progress in the 
basic capital goods industries, especially the machinery 
and engineering industries. With the completion of 
the three new steel plants in the public sector, total 
finished steel capacity will have increased to 4.5 million 
tons, compared with | million tons at the beginning of 
the First Plan and 1.3 million tons at the beginning of 
the Second. Production of essential industrial materials, 
such as cement, coal, and aluminum, has increased 
considerably. The total value of all kinds of industrial 
machinery produced in the country rose from Rs 110 
million in 1951 to about Rs 790 million in 1958. A 
beginning has been made in the production of heavy 
electrical equipment. Chemical industries, including 
heavy chemicals, drugs and pharmaceuticals, fertilizers, 
etc., have also recorded progress. During the Second 
Plan period, programs for modernizing the cotton and 
jute textile industries have been undertaken. Similarly, 
there has been a substantial increase in the output of 
such consumer goods as cotton textiles, sugar, bicycles, 
and automobiles. 

The installed generating capacity will have risen to 
5.8 million kw. by the end of 1960-61, from 2.3 mil- 
lion kw. in 1950-51. The number of towns and villages 
electrified will have increased during that period from 
3,687 to 19,000. About 1,200 miles of new railway 
lines are likely to be added, 1,300 miles of railway track 
doubled, and 880 miles electrified, by 1960-61. The 
total freight traffic originating on the railways is expected 
to increase by about 80 per cent, from 91 million tons 
in 1950-51 to 162 million tons at the end of the Second 
Plan. The number of locomotives will have risen from 
8,000 at the beginning of the First Plan to 11,000 by 
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the end of the Second Plan, of coaches from 19,000 
to 29,000, and of wagons from 199,000 to 354,000. 
An increase in surfaced roads, from 97,000 miles at 
the beginning of the decade to 144,000 miles in 
1960-61, is expected. For shipping tonnage, an in- 
crease from 390,000 to 900,000 gross register tons is 
estimated. 

The increase in employment, however, has not kept 
pace with the growth of the labor force. The develop- 
ment program was expected to lead to the creation of 
8 million additional jobs outside agriculture. The 
achievement for the Plan period is at present estimated 
at about 6.5 million. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, July 16, 1960. 


Textile Agreement Between India and Germany 


An Indian-German consultative protocol provides 
that the Federal Republic of Germany will automatically 
increase by 50 per cent the quota for imports from 
India, as soon as the value for which licenses have 
been issued is fully taken up. Items covered by the 
protocol include fabrics made of cotton, wool, silk, 
artificial silk, and synthetic textiles, and filaments, gar- 
ments, carpets, sewing machines, and toys. The an- 
nouncement of the protocol stated that Germany expects 
to abolish most restrictions on imports of textiles during 
the next five years. 

Source: The Financial Times, London, England, 
July 26, 1960. 


Public Debt of Federation of Malaya 


The Government of the Federation of Malaya has 
announced the issue of a new cash and conversion loan 
of M$60 million at par, offering investors the choice 
of a medium-term or long-term maturity. Holders of 
the F.M.S. 3 per cent 1941 war loan maturing on July 1, 
1960 are offered conversion at par to this loan. Sub- 
scriptions were accepted as from July 1, 1960 for 
4% per cent securities maturing July 15, 1965 and for 
5% per cent securities maturing between July 15, 1976 
and July 15, 1978. The loan will remain open until 
fully subscribed or until the issue is closed by the 
Minister of Finance. The proceeds will be paid into the 
Development Fund for use in the Government’s Second 
Five-Year Plan starting from 1961. 

The Government has also announced that the Central 
Bank of the Federation of Malaya will be responsible 
for the issue of public loans raised locally by the Gov- 
ernment, and will manage all future and outstanding 
loans. 


Source: Embassy of the Federation of Malaya, News 
Bulletin, Washington, D.C., July 15, 1960. 


Interest Rates in Korea 


As of June 16, the Bank of Korea’s rates on borrow- 
ings by commercial banks were changed as follows: 
the rate for loans on bills was raised from 10.22 per 
cent per annum to 13.87 per cent, and the rate for 
discounts on bills and on trade bills was increased 
from 7.3 per cent to 10.22 per cent. On loans to the 
Agricultural Bank, the rate on loans for agriculture and 
forestry was increased from 7.3 per cent per annum to 
10.22 per cent, and the rate for loans on bills was raised 
from 10.22 per cent to 13.87 per cent. 


Source: Bank of Korea, Monthly Statistical Review 
(Korean text), Seoul, Korea, July 1960. 


Money Supply in Korea 

The money supply in Korea totaled hw 206.9 billion 
at the end of June 1960, compared with hw 206.7 bil- 
lion at the end of June 1959. In the first six months 
of 1960, the money supply fell by hw 3.0 billion, in 
contrast to an increase of hw 14.1 billion during the 
same period in 1959. Also, the money supply at the 
end of June 1960 was hw 18.1 billion less than the 
ceiling permitted for the second quarter under the finan- 
cial stabilization program of 1960 (see this News Sur- 
vey, Vol. XII, p. 330). 


Source: The Korean Republic, Seoul, Korea, July 22, 
1960. 


Philippine Exports of Coconut Products 


Philippine exports of copra in the first half of 1960 
were 370,549 long tons, about 70 per cent more than 
in the same period of 1959. There were particularly 
marked increases in shipments to the Netherlands, the 
United States, Sweden, and Venezuela. Exports of 
coconut oil, on the other hand, declined from 31,419 
long tons in the first half of 1959 to 20,898 long tons 
in the first half of 1960. Shipments of desiccated coco- 
nut in the first half of this year totaled 25,588 short 
tons, an increase of 20 per cent over the same period 
last year. 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., July 25, 1960. 


United States 
increase in Lending Capacity of U.S. Banks 


The Federal Reserve Board on August 8 announced 
three amendments of its Regulation D, relating to bank 
reserves and reserve requirements. The changes, made 
in further implementation of a 1959 Act of Congress 
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regarding vault cash and reserve requirements, will 
make available about $600 million of additional reserves 
“for expanding bank credit as the economy enters the 
season of rising credit needs.” The amendments are 
as follows: 


1. Effective August 25, member banks in the “coun- 
try bank” category will be permitted to count, in meeting 
their reserve requirements, any vault cash they hold in 
excess of 242 per cent of their net demand deposits, 
instead of the present 4 per cent. 


2. Similarly, reserve city and central reserve city 
banks will be permitted, beginning September 1, to 
count vault cash in excess of 1 per cent of their net 
demand deposits, instead of the present 2 per cent. 


3. Effective September 1, the reserve requirement.of 
central reserve city banks will be reduced from 18 per 
cent to 17% per cent of net demand deposits. 


Source: Board of Governors of the Federal Reserve 
System, Press DG. 
August 8, 1960. 


Release, Washington, 


Latin America 


Revision of Mexico's Control over Imports and Exports 


Mexico has added a variety of items to the list of 
products requiring a prior import license from the 
Ministry of Industry and Commerce, and for certain 
items has extended import control to cover entries into 
free zones. 

The list of exports subject to control by the Ministry 
of Industry and Commerce was modified by the removal 
of unrefined and refined sugar, effective June 17, and 
the inclusion of hulled rice, effective July 14. 


Sources: Diario Oficial, Mexico, D.F., July 14, 1960; 
Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., July 25, 
1960. 


Exchange Control in Cuba 


Stricter controls on dollars brought into Cuba by 
tourists were imposed by the Cuban Government on 
June 1, when, under a Monetary Stabilization Fund 
decree, a new division for monetary vigilance and 
inspection of services and supplies intended for non- 
residents was established. Tourist establishments, and 
particularly hotels, will be responsible for the enforce- 
ment of the new controls, which will increase the pres- 
sure on tourists and other visitors to change their dollars 
into pesos immediately on arrival in Cuba. Hotels will 
be required to submit daily reports of the names of 


foreign guests or nonresident Cubans, their daily bills, 
and the dates of arrival and departure. 


Source: Banco Nacional de Comercio Exterior, S.A.., 
Comercio Exterior de Mexico, Mexico, D.F., 
July 1960. 


Financial Developments in Venezuela 

The international reserves of the Central Bank of 
Venezuela declined to Bs 1,978 million in June 1960, 
from Bs 2,202 million at the end of 1959. During the 
same period, the total amount of currency issued fell 
from Bs 1,709 million to Bs 1,419 million, and the total 
of Central Bank discounts, rediscounts, and advances 
decreased from Bs 253 million to Bs 166 million. 


During the 11 months ended May 1960, Treasury 
revenues, including Bs 467 million drawn under a loan 
from a New York commercial bank, amounted to 
Bs 5,510 million and expenditures were Bs 5,843 mil- 
lion. Thus the deficit was considerably below the 
Bs 847 million deficit incurred in the first 11 months 
of the previous fiscal year. The deposits of the Treas- 
ury with the Central Bank were drawn down to Bs 524 
million in May 1960, from Bs 857 million in June 
1959. The public debt amounted to Bs 482 million 
in May 1960, compared with Bs 326 million in Decem- 
ber 1959 and Bs 19 million in December 1958. 


Sources: Banco Central de Venezuela, Revista, Octo- 
ber-December 1959, and El Nacional, July 2 
and 3, 1960, Caracas, Venezuela. 


Mining Outpul in Venezuela 

Production of crude petroleum in Venezuela averaged 
2,846,575 barrels per day during the first six months 
of 1960. This was only 5,000 barrels, or 0.2 per cent, 
below the daily output in the corresponding period of 
1959. In the entire year 1959, crude oil production 
averaged 2,771,000 barrels per day; in 1958 it was 
2,604,800 barrels. 

Production of iron ore amounted to 8,160,100 tons 
during the first five months of 1960, an increase of 
26 per cent over the same period of 1959. Iron ore 
exports rose from 6,480,300 tons in the 1959 period 
to 8,997,700 tons in January-May 1960. The United 
States accounted for 78.6 per cent of Venezuela’s iron 
ore exports in 1960, the United Kingdom for 8.6 per 
cent, Italy for 5.4 per cent, and the Netherlands, the 
Federal Republic of Germany, and Belgium combined 
for 7.4 per cent. 

Sources: El Nacional, Caracas, Venezuela, June 19 and 
July 3, 1960; Embassy of Venezuela, Vene- 
zuela Up-to-Date, Washington, D.C., June- 
July 1960. 
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Other Countries 
Wool Market in Australia 


The 1959-60 wool season ended in Australia with a 
record wool clip having been sold at an average price 
well above that in the previous year. Prices weakened 
during the new series of July auctions; competition was 
irregular over the two weeks of sales, and many bales 
were passed in unsold. Reports from overseas indicate 
that demand for wool in 1960-61 should be strong. 
Further heavy buying by Japan is expected, and there 
are indications that Mainland China and the U.S.S.R. 
may increase their purchases. The strength of U.K. 
participation may slacken as a result of tighter monetary 
policy, but other European operators may maintain their 
purchases at the current level. Shipping rates on wool 
exports will rise by 5 per cent from September 1. The 
preliminary estimate of the Australian wool clip for 
1960-61 is 4,729,000 bales, 4 per cent below the record 
clip of the 1959-60 season. Because of unfavorable 
climatic conditions, much of the new season wool may 
be below average in style and length of staple. 


Wool Letter, 
1960. 


Source: National Bank of Australasia, 
Melbourne, Australia, July 23, 


Gold Production in South Africa 
Gold production in South Africa reached 1,803,777 
fine ounces in May 1960, a new record; the previous 
record was 1,771,030 fine ounces attained in April 1960. 
The value of gold production in May, at £22.5 million, 
In the first five months of 1960, 
output totaled 8,727,933 fine ounces, 9.3 per cent more 


was also a new high. 


than in the corresponding period of 1959. 

The number of natives employed in May, 383,212, 
was about 2,600 lower than in April and about 2,000 
lower than in May 1959. 


Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
July 1960. 


Export-Import Bank Loan to Liberia 

The Export-Import Bank of Washington announced 
on August 4 the authorization of a five-year loan of 
$6 million to Liberia, to assist in the development of 
iron ore deposits in the Mano River District. The 
credit is in favor of the National Iron Ore Company, 
Limited, which is partially owned by the Liberian Gov- 
ernment and which holds concessions to the M. no River 
deposits. 

The loan will be used to purchase U.S. equipment, 
materials, and engineering services. An additional $2.3 
million will be spent in the United States by National 
Iron Ore for the same type of material. The total cost 


of the Mano River project is estimated at $22.3 million 
exclusive of working capital, and an annual output of 
4 million tons is expected by 1963. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., August 4, 1960. 


Interest Rates in Rhodesia and Nyasaland 

The five commercial banks in the Federation of 
Rhodesia and Nyasaland announced on August | that 
on August 10 their minimum borrowing rates would be 
raised by 2 per cent, to 7 per cent, that rates paid on 
fixed deposits would be increased by % per cent, and 
that savings deposit rates would remain unchanged, at 
3% per cent or 4 per cent. The banks pointed out that 
the U.K. bank rate was 6 per cent, while the central 
bank rate in the Federation was 42 per cent, and that 
the yield on U.K. Treasury bills was above 5% per 
cent, against a current local yield of just over 4 per cent. 
In these circumstances, the main motivation of the 
banks’ move was the need to counteract an outflow of 
money from the Federation. It was also stated that 
the banking system was overlent and that an increase 
in borrowing rates should curb the demand for funds. 
A third reason, not mentioned by the banks’ spokes- 
man, appears to have been the competition from the 
Southern Rhodesian building society movement for 
deposit funds; some of these societies are fulfilling bank 
functions by allowing savings deposits to be run vir- 
tually as current accounts, with 4 per cent interest paid 
on daily balances. 

On August 2, following the commercial banks’ an- 
nouncement, the Bank of Rhodesia and Nyasaland 
announced an increase in its bank rate, from 4% per 
cent to 5 per cent, effective August 3. A statement 
issued by the central bank indicates that this move 
was forced upon the bank by the action of the commer- 
cial banks. 

Sources: The Financial Times, London, England, Au- 
gust 2 and 3, 1960. 


International Financial News Survey, written by mem- 
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